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Current Trends 


The F.W. Dodge Division of McGraw-Hill reports that new housing construction in 
the first quarter of 1975 dropped 39 percent from the 1974 level. New units for the period 
totaled 201,697...with two Texas cities. .. Dallas and Houston... leading the Nation. The 


other top areas: Los Angeles-Long Beach, San Diego, Chicago, Phoenix, Tampa, Atlanta, New 
York, and Detroit. 


HUD’s June 1 opinion survey... the initial report on secondary market prices and 
yields on HUD/FHA insured homes mortgages since the 82 percent maximum permissible 
interest rate became effective April 28, 1975...showed that nationally, the secondary 
market price for new-home mortgages with 30-year terms and minimum downpayments 
averaged $95.0 per $100 of outstanding loan amount. The equivalent gross yield to investors 
was 9.16 percent. Prices and yields showed only minimal differences between areas of the 
country. The national average interest rates contracted to be paid by the borrowers on 
conventional first mortgages increased for the second consecutive month to 9.05 and 9.10 
percent for new- and existing-home contracts, respectively. The gains were only five basis 
points over a month earlier...compared to the 10 basis-point increase in the previous 
reporting period. 


FHLBB Actions * 


The FHLBB has adopted regulations implementing the new lending and borrowing 
provisions of the Consumer Home Mortgage Assistance Act of 1974. 


The new regulations authorize Federal S&Ls to invest in unsecured loans for 
construction and home improvement purposes, and “prudent” loans secured by residential 
real estate which don’t conform to certain statutory or regulatory requirements. Associations 
fulfilling certain eligibility, requirements may invest from 2 to 5 percent of their assets 
... depending upon the sufficiency of their reserves. ..in these new lending categories. Full 
documentation is required for both types of loans. 


The new regulations also increase the percentage of total borrowings which Federal 
associations may seek from State-chartered central-reserve institutions, including State 
mortgage finance agencies. Previously... only one-fifth of borrowing could be from such 
sources, but now all of a Federal’s borrowings could come from such lenders. The new 
regulations also implement new statutory restrictions on borrowing eligibility and relending 
of loan proceeds from State central-reserve sources. 


The Board also announced that the percentage of assets that the Federal S&Ls can 
hold in home loans in excess of 90 percent of the value of the home has been increased from 
10 to 15 percent. As a result...it will now be possible for S&€Ls to make more low 
downpayment loans. This should be especially beneficial to both younger and moderate- 
income households that do not have the funds to make a large downpayment. 


This action should also be helpful in stimulating housing construction. . . sincé it will 
make it somewhat easier for builders to obtain forward commitments for low downpayment 
loans on new housing units. 


This will not affect the 30 percent of assets figure that applies to all loans over 80 
percent of value. Both actions are effective immediately. 





Shopping Around for Mortgages 


The Wall Street Journal has published the results of a survey it conducted on the 
availability of mortgage funds. It reports that home buyers in many areas have found it 
advantageous to “shop around” for mortgages. With the unusually heavy inflow of savings 
now being experienced by banks and savings and loan institutions. .. the competition among 
them to place mortgages has increased... and borrowers are finding that as much as | 
percent can be saved by shopping around. In the New York City suburbs. . . interest rates are 
being quoted from 8% to 9% percent. The lower rate can mean a $20-25 per month saving 
on an average $40,000-$45,000 loan. Interest rates are not the only competitive factor. Other 
considerations. .. such as appraisal fees, legal costs, etc. are also subject to negotiation. . . so 
that...to quote the article: “a smart shopper with a sharp pencil can save hundreds of 
dollars by doing a little figuring before selecting a lender.” 


* 


Discretionary Grant Memo Issued 


HUD has issued a memorandum to all its Field Offices clarifying its program 
governing discretionary grants under the Housing and Community Development Act of 1974. 
The text of the memo stated: 


“As you know, there has been unexpectedly heavy interest on the part of counties 
seeking Urban County Designation. The large majority of these have been found to have the 
required powers, and they are signing cooperation agreements with a substantial number of 
their towns. 


‘*‘We have now proceeded far enough in the review of the proposed Urban Counties to 
reach these conclusions: 

“1. The present SMSA account for FY 1975 funds will be in a negative position if 
the potential Urban Counties complete cooperation agreements in the numbers that appear 
likely. 


“2. A considerable portion of the Secretary’s Fund will have to be made available to 
the general SMSA account to pay Hold Harmless grants to cities and towns within SMSAs. 


“3. Nothing in the bi-weekly funding reports we receive from your offices, nor 
anything from any other source, indicates that any substantial part of the SMSA shortfall 
will be restored by virtue of entitled cities not applying. 


“Consequently we have reluctantly concluded that we cannot expect to make any 
SMSA discretionary balance grants in FY 1975. We ask that you so inform interested 
communities which may have pre-applications before you now or who otherwise may have 
expressed interest in applying for such grants. 


“We further ask that you keep the pre-application before you until further 
instruction. 


“In explaining this funding decision to the communities, you may wish to note that 
HUD has no choice but to fund the Urban Counties once it is determined they are eligible. 
The statute provides that funding for the approved counties must be taken out of the general 
SMSA funds, as must formula or hold-harmless funding for entitled cities, before there can 
be any SMSA balances for discretionary grants. 


“This decision does not affect funding of discretionary grants from the nonmetro- 
politan State balances to States, counties, cities, or towns. Area Offices should proceed to 
respond to pre-applications for nonmetro funds by the March 20 deadline, as provided in the 
regulations and in my memorandum of February 25. In developing responses to pre- 
applications, you should anticipate that each State balance will be about 90 percent of the 
amount shown in the Directory of Assistance printed by the House Banking and Currency 
Committee. Assignment of funds for nonmetro discretionary grants will be made to you 
shortly.” 





Corporation and Consumer Debt Rise 


Government debt has been reduced and corporations have become the largest 

debtors... according to a recent report of the Department of Commerce. This change 

.. Which has been quite dramatic in recent years. .. has brought about a shift in the relative 
positions of various debtor groups: 


e Corporations now represent virtually half of all U.S. debt (46 percent). In 1954, 
corporate debt was $182 billion... rose 124 percent to $409.6 billion in 1964...and 209 
percent to $1.265 billion in 1974. 


e Consumers owed $190.1 billion in 1974...up 137 percent from the $80.3 billion 
10 years earlier... and an increase from 1954-1964 of 147 percent... from the 1954 level of 
$32.5 billion. 


e Governments owe a smaller proportion of all debt... particularly the Federal 
Government... which declined from 38 percent of all debts in 1954 to 16 percent in 1974. 
Federal debt in 1954 was $230.4 billion...it rose 18 percent to $271.5 billion in 
1964... and 62 percent from 1964 to 1974 to a total of $441 billion. 


e State and local government debt rose much more sharply. From $35.5 billion in 
1954... it increased 155 percent to $90.4 billion in 1964...and 121 percent the next 
decade to $200.0 billion in 1974. 


* 
Code Group Elects 


The Board of Directors of the newly-formed Council of American Building Offi- 
cials...a federation of the Building Officials and Code Administrators International, Inter- 
national Conference of Building Officials, and Southern Building Code Congress. .. met and 
elected Leo J. Cantor of Richmond, Virginia, President, and Gaylord Dowd of Kalamazoo, 
Michigan, vice president. 


The group took the first steps toward streamlining the building code and code 
enforcement system in the U.S. Most significant was the approval of operating procedures for 
a National Research Board. This CABO activity will enable manufacturers of building 
products who market nationally to go to any one of three locations (Birmingham; Chicago; 
or Los Angeles) to secure their building code research reports. 


The Board of Directors also approved establishment of an office in Washington, D.C., 
and financial support for the National Academy of Code Administration which has recently 
moved to Washington from Chicago. Until the Washington, D.C. office is established 
... CABO business will be conducted at 1313 E. 60th St., Chicago, Illinois 60637. 


* 
Indian Housing Training Set 


HUD will spend $500,000 on a training program to improve management of /ndian 
Housing Authorities (IHA). 


The program came about following the recommendation of the Executive Directors of 
Indian Housing Authorities at the National Conference on Indian Housing \ast November in 
Scottsdale, Arizona. 


The funds...set aside in the Target Project Program (TPP). :. will be channeled 
through JHA operating budgets, but earmarked to defray expenses of those JHA employees 
participating in management training approved by HUD. 


The program will be launched with a series of short orientation sessions for [HA 
commissioners and executive directors and tribal officials. About 140 Indian Housing 
Authorities are expected to participate in the management training program, subject to the 
overall control of an Indian organization national sponsor to be named soon. 





Mobile Home Chairman Selected 


Russell R. Bahr, Chief of the Division of Codes and Standards of the California 
Department of Housing and Community Development, has been elected chairman of the 
National Mobile Home Advisory Council. The Council was authorized by the Housing and 
Community Development Act of 1974... and its members were named by HUD Secretary 
Carla A. Hills in April. The election took place during the first session of the 24-member 
National Mobile Home Advisory Council held in Washington, D.C. 


During the 2-day meeting, the Council discussed a HUD draft of mobile home 
standards. Proposed standards taking into account comments made by members of the 
Council will be published in the Federal Register in June. 


The Council also established a seven-person executive committee and several task 
forces to work with HUD in areas of particular significance to the Council. 


Under the Act, the Secretary is directed, to the extent feasible, to consult with the 
Council prior to establishing, amending, or revoking any mobile home construction or safety 
standard pursuant to the Act. 


HUD will promulgate final mobile home construction and safety standards by August 
22, 1975, as required by the statute. These standards will become effective 180 days after 
publication in the Federal Register. 


FYI ” 


American Bankers Association and Ohio State University... National School of Real 
Estate Finance... Columbus, Ohio, August 3-8. Contact: Reynolds R. Young, Housing and 
Real Estate Finance Division, ABA, 1120 Connecticut Ave., N.W., Washington, D.C. 20036 
(202/467-4222). 


Association of Federal Appraisers... Fourth Annual Educational Seminar. .. Theme: 
Coping with the Three E’s—Economy-Energy-Environment. . . Portland, Oregon, August 6-8. 
Details: Everett E. Johnson, P.O. Box 3621, Portland, Oregon 97208. 
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